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Lttorney at Law
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OPINION
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This appeal is made pursuant to secvwion 25667
the Revenue and Taxatiocn Code Trom the action ol the Fr
Tax Board on the protests of Calirornia Association of
asrolmen against proposed assessmencs of edditional fr
~ (p - L - (_\, - -~ (f -~ — o
tax in the amounts of £156,10, $1,285.30, §O3j.30,/dud
for the income years ended June 30, 1958, 1859; 1900, =a
respectively.
The issue is whether Tfor The years undeyr cons
- ’. - d a -
tion appellant Ls entitled to oe clagsified-as an exenp
corporation,
In 1929 appellant we
tion. Aovpellantis membersnlid
patrolmen, Hore than 80 psrce
Lmong the objectives expressed
are the promotion of the best
enactment of such laws relatin
are deemed desirable by appell
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‘Apveal of Calirornia Association of Highway Patrolimen

‘the Governor, the state Iegislature, the Commissionecr of tThe
.California Highway Patrol, and others Recomrendations are

orincipally developed at an annual trarlfl
Ideas with respect to highway safety are
ship meetings. Communication is made to th
highway safety in the newspapers, and on ra
and signboards appearing aiong Tthe highways.

ic safecty conilerence,
discussed -at member-
the public regarding
dio, televisilon,

Appellant al so seeks tO maintain and inprove the
qual ity of patrol men, It endeavors to improve the manner of
their sSelection, their compensation, and their employment
conditions . One of the principal berefits It offers to its
mermbers is a $2,000 benefit payable to the veneficiary of a
memper upon his death,

Appel | ant publishesa monthly megazine entitled
"Phe California Highway Patrolman. " Approximately 40 percent
of the magazines ave distributed to members and 19 percent to
advertisers, withoub charge to e ither group. APproximately
25 percent are purchased by the generaf’puﬁﬁc at a.. price of

50 cents per COpPY or $5 per subscription year. About 10

percent Of the magazices are distributed to the public schools.

The magazine includes articles on highway safety,
places tO visit, history, fiction, and sports, |t also contains
news concerning the menbers, such as news of retirenents, acts
or" heroism, and awards %o patrolmen.

A substantial portion of each issue contains
advertisenents purchased by persons and firms in various types
of businesses, many of which are related to highway use, The
advertisers include truckers, contractors, service Station
operators, garage opsrators, and automebile distributors,

Wnile very 1ittie time 1S spent by agpellant's
members in activities relaving to the magazine, considerable
timeisspent i N those activities by avosllant's e:ecHtive ]

i ime employee and éditor of the magazine,

managar, WNO is a full ti C
and by one or more assistants,

Appellantts greatest source of both revenue and
expense is publication of the magazine. The gross recelpts
from the publication for the income ycars on appeal were as
followvs: ; o -

Year Ends Total CGross Gross Recelpis Gross Receipts
June 30 Recelots Advertising Circulation
1953 § 172,675 $ 143,457 $ 29,217
195 181,307 151,745 29,562
1860 199,658 169,650 30,007
1961 190, 354 158,587 31,766
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Apveal of Calirfornia Association of Highway Patrolmen

Income for the same years Irom all sources was as
follows:

Junc 30 June 30, June 30, June %0,
1958 1959 1960 1961
Magazine net income $ 48,157 $ 53,737  § 55,479  § 53,097

Membership ducs and fees 18,532 30,269 29,222 31 0*5
Interest ' 10,321 10,573 11,282 14, 396
Donations 428 499 - 395 : _772

Sale of emblems 54 29 o7 1
Cther income nil 1,089 15 nil
Total NI EP $ €0,190 $ G0, 400 $ 99,959

Amopnc paid out in death benelits for the years
wnder consi QCfuLl on vere $35,000 for the year ended June 30,
1958; $28,110 for the year ended June 30, 1959; $1i6,000 for
the year ended June 30, 1960; and $22,000 for the year ended
June 30, 1901,

. A considerable surplus accumulated prior to the
period under appeal and coatinued to grow Quriang the years
on appeal, These facts are disclosed by the following table:

Year Inded Accumulated
June 30 Net Income Tarned Surnlus
1953 % 4,502 $ 417,388
1959 29,139 446,523

1961 32,589 490,568

Respondent Franchise Tax Board conbends that the
publication of the magazine and the furnishing of death bene fits
precludes clasgsification of appellant as an exempt CoX porauvoa
Appellant contends vhat its primary purpose 1s the prOﬂocLOG
of social welfare through the promotion of sarety on the nigh-~
vays and that the publicatiocn of the magazine and the furnishing
of death benefits are merely some of the mecthoeds use‘ to
accomblgsq chat exemot purcose, t claims exemptlion under
section 2370Lf of the Revenue and Taxavion Code,

The following are granted exemnt status under the
pertinent oortion of section 2370LI of the Revenue ana
Taxation Codag:

Civic 1eagues or organizations not orzanized

for profit bubt operated exclusively for the
promotion of soclal welrare, ...



Civic leagues
Section 23701
for profit bul
p‘l.’QOub S L\JQJ
whole, and, i 3 ne.
tions enbaf~d in promncting the we
mankind,... (Cal. Admin, Cocge, ©
reg., 237011.)

The above
federal coae aad I
8

: In determining whether an corganization 1s oparated
Yexclusively” for an ‘XEAQ@ purpose, the federal courts have
allowed some latitude., They nave drawn the line at the point

whers nonexemot activities awe wmore than merely incldental.

v In Peopleis Mgvcuu icnal Camp Society, Inc. V.
Commissioner, 33L r.2a 923, vne pstitioner engaged in social
Telrare activities such as maintenance of & free library
sponsorship of pudblic T promotion usical composition
and essay contests, and ! T lets on important
matters of public interest. The overwhe g portlion of the
petitioneris revenue and arnse arose om the operation of a
resort where plays, music and art were feabured. The psiiticner
had accumulated & sizable earncd surplus, Concluding that the
cperation of the resort was commercial In nature and not merely
incidental to exempt activities, the court held that The peti-
tioner was.not overated exclusively for the premetion of social
welfare and dewiled exemplticn, ' '

T2SS ation v, United States,
285 F.24 8u oner ca exempbion under & .
stétute avy nize operated exciusively for
religlious 1 et r asserted that ilts funda-
mental obje stin ce the growth of religious
Sunday scho ided {ree inctruction, On a lerge
scale, it a cious literature for use in Sundey
schnocls and at this was merely another method orf
caw“Jlﬁb outb b purpose, The court concluded that

the sales oi le naterial, however religlously inspired,
involved une cition in the conduct a trade or business
wnich was not nmerely idental to iwg L activities.

oid ied on the ground that petitionsr was not
e for rellglicus purnposss,
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In view of the publication of the magazine, wnich
has developed into & large commercial venture, we conclude
that appellant is not overated exclusively for the promotion
o e 3, G i not exempt under section
2 g on Ccds

g - ~ “ver -~ S S FE) . K K] .
Pursuvant to the views expréessed 1in vhe copinion oI
.y Y . I e 4t -~ 3 —~ o, 3 . -
the board on file in this proceeding, and good cause appearing
RN F -
therefor
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RDIERED, PDJUUudw AND

k DisCi
pursuant T Revenue and Taxatlio:
T e =)

A 7/
v L wneé

that the & chise Tax RBoard on the protests
of Caliilom off Hignway Fatrolmen against pro-
posed assessnents ol 1@itional rrenchise tax in the amounts
of $156.10, $1,285.30, $633.50, and $1,697.95, for the income
years ended June 30, 1658, 1959, 19580, and 1961, recspectively,
be and the same is hercby susvalned,
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